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In the opinion of Nixon Peabody LLP, Bond Counsel, under existing law and assuming compliance with the tax covenants described herein,
and the accuracy of certain representations and certifications made by the City and the Authority described herein, interest on the Series 2009A
Bonds is excluded from gross income for Federal income tax purposes under Section 103 of the Internal Revenue Code of 1986, as amended (the
“Code”). Bond Counsel is also of the opinion that such interest is not treated as a preference item in calculating the alternative minimum tax
imposed under the Code with respect to individuals and corporations. Bond Counsel is further of the opinion that interest on the Series 2009A
Bonds is exempt from State of California personal income taxes. See “TAX MATTERS” herein regarding certain otheyr tax considerations.

$453,775,000
PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO

SENIOR SEWER REVENUE BONDS, SERIES 2009A
(Payable Solely From Installment Payments
Secured by Wastewater System Net Revenues)

Dated: Date of Delivery Due: May 15, as shown on the inside cover page

The $453,775,000 Public Facilities Financing Authority of the City of San Diego Senior Sewer Revenue Bonds, Series 2009A (Payable Solely From
Installment Payments Secured by Wastewater System Net Revenues) (the “Series 2009A Bonds”) are being issued by the Public Facilities Financing Authority
of the City of San Diego (the “Authority”) pursuant to the provisions of the Joint Exercise of Powers Act (commencing with Section 6500) of the Government
Code of the State of California (the “State”) and an Indenture, dated as of May 1, 2009 (the “Indenture”), by and between the Authority and The Bank of New
York Mellon Trust Company, N.A., as trustee (the “Trustee”). The proceeds of the Series 2009A Bonds will be used to acquire certain capital improvements
to the Wastewater System (as defined herein), pay in full the Authority’s Subordinate Sewer Revenue Notes, Series 2007 (the “Series 2007 Notes”), refund a
portion of the Authority’s Sewer Revenue Bonds, Series 1997A and Sewer Revenue Bonds, Series 1997B, fund the Reserve Fund and pay costs of issuance with
respect to the Series 2009A Bonds. The Authority also expects to issue prior to June 30, 2009 its Senior Sewer Revenue Refunding Bonds, Series 2009B (Payable
Solely From Installment Payments Secured by Wastewater System Net Revenues) in an anticipated aggregate principal amount of approximately $500,000,000
to $600,000,000 to refund all or a portion of its then-outstanding Parity Bonds (herein defined) subject to market conditions.

THE SERIES 2009A BONDS SHALL BE LIMITED OBLIGATIONS OF THE AUTHORITY AND SHALL BE PAYABLE SOLELY FROM THE
REVENUES OF THE AUTHORITY AND AMOUNTS ON DEPOSIT IN THE FUNDS AND ACCOUNTS ESTABLISHED UNDER THE INDENTURE
(OTHER THAN AMOUNTS ON DEPOSIT IN THE REBATE FUND). EXCEPT AS AFORESAID, THE SERIES 2009A BONDS DO NOT CONSTITUTE
A DEBT OR LIABILITY OF THE AUTHORITY, THE CITY OR THE STATE AND NEITHER THE FAITH NOR CREDIT OF THE AUTHORITY,
THE CITY OR THE STATE ARE PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON THE SERIES 2009A BONDS. THE
AUTHORITY HAS NO TAXING POWER.

The Series 2009A Bonds are limited obligations of the Authority primarily secured by Revenues (herein defined) of the Authority, which consist primarily
of 2009A Installment Payments (herein defined) to be made by the City to the Authority pursuant to the Master Installment Purchase Agreement, dated as of
September 1, 1993, as amended and supplemented (the “Master Installment Purchase Agreement”), including as supplemented by the 2009-1 Supplement dated
as of May 1, 2009 to the Master Installment Purchase Agreement (the “2009-1 Supplement” and, together with the Master Installment Purchase Agreement, the
“Installment Purchase Agreement”), each by and between the City and the Authority, and amounts on deposit in the funds and accounts established under
the Indenture (other than amounts on deposit in the Rebate Fund). The City has pledged Net System Revenues (herein defined) of the Wastewater System
pursuant to the Installment Purchase Agreement to the payment of the Installment Payments (herein defined), including the 2009A Installment Payments. The
City’s pledge and assignment of and lien on the Net System Revenues securing the 2009A Installment Payments are, in all respects, on parity with the City’s
pledge and assignment of and lien on the Net System Revenues securing the other Parity Obligations (as described herein) under the Installment Purchase
Agreement. The principal of and interest on the Series 2009A Bonds and any premium upon the redemption of any thereof are not a debt of the City nor a
legal or equitable pledge, charge, lien or encumbrance upon any of its property or upon any of its income, receipts or revenues but are secured by and payable
solely from the Revenues of the Authority and amounts on deposit in the funds and accounts established under the Indenture (other than amounts on deposit
in the Rebate Fund).

Pursuant to the Installment Purchase Agreement, the City may incur additional Obligations, payments with respect to which will be on parity with or
subordinate in priority to the City’s obligation to make 2009A Installment Payments, subject to satisfaction of the conditions specified in the Installment
Purchase Agreement. As of May 13, 2009, subsequent to the incurrence of the 2009A Installment Payments and the refundings described herein, there will be
Outstanding Parity Obligations in the aggregate principal amount of $1,297,425,000 and Subordinated Obligations (as defined herein) in the aggregate principal
amount of $71,925,170. See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2009A BONDS - Outstanding Obligations” herein.

The Series 2009A Bonds will accrue interest from their date of delivery and interest thereon will be payable on May 15 and November 15 of each year,
commencing on November 15, 2009. The Series 2009A Bonds will bear interest at the respective rates per annum set forth on the inside cover page hereof. See
“DESCRIPTION OF THE SERIES 2009A BONDS — General” herein and Appendix C - “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS?” attached hereto.

The Series 2009A Bonds will be issued only in fully-registered form in denominations of $5,000 and any integral multiple thereof, and when issued, will be
registered in the name of Cede & Co., as the nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities depository
for the Series 2009A Bonds. Ownership interests in the Series 2009A Bonds may be purchased in book-entry form only. So long as DTC or its nominee is
the Owner of the Series 2009A Bonds, principal and redemption premium, if any, of and interest on the Series 2009A Bonds will be made as described in
Appendix F — “INFORMATION REGARDING THE BOOK-ENTRY ONLY SYSTEM” attached hereto.

The Series 2009A Bonds are subject to optional redemption and mandatory sinking fund redemption prior to maturity as described herein.
See “DESCRIPTION OF THE SERIES 2009A BONDS - Redemption” herein.

This cover page contains information for general reference only. Potential purchasers are advised to read the entire Official Statement
to obtain information essential to making an informed investment decision.

The Series 2009A Bonds are offered when, as and if issued, subject to the legal opinion of Nixon Peabody LLP, Los Angeles, California, Bond Counsel.
Certain legal matters will be passed upon for the Authority by Hawkins Delafield & Wood LLP, Los Angeles, California, Disclosure Counsel, for the Authority
and the City by Jan I. Goldsmith, City Attorney, and for the Underwriters by their counsel, Stradling Yocca Carlson & Rauth, A Professional Corporation,
Newport Beach, California. It is anticipated that the Series 2009A Bonds will be available for delivery through the facilities of DTC in New York, New York on
or about May 13, 2009.

Banc of America Securities LLC
Citi Siebert Brandford Shank & Co., LLC

Fidelity Capital Markets Wedbush Morgan Securities

Dated: May 6, 2009



$453,775,000
PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO
SENIOR SEWER REVENUE BONDS, SERIES 2009A
(Payable Solely From Installment Payments
Secured by Wastewater System Net Revenues)

MATURITY SCHEDULE
Maturity Date Principal Interest
(May 15) Amount Rate Yield Price CUSIP!

2010 $ 6,810,000 2.000% 0.640% 101.360% 79730AFE3

2011 7,075,000 2.750 1.830 101.803 79730AFF0

2012 5,000,000 2.750 2.230 101.503 79730AFG8
2012 9,560,000 4.000 2.230 105.117 79730AFW3
2013 5,000,000 3.000 2.530 101.779 79730AFH6
2013 10,090,000 5.000 2.530 109.352 79730AFX1
2014 5,100,000 3.250 2.900 101.619 79730AFJ2

2014 10,640,000 4.500 2.900 107.404 79730AFY9
2015 4,935,000 3.500 3.180 101.736 79730AFK9
2015 11,450,000 5.000 3.180 109.878 79730AFZ6
2016 1,890,000 3.500 3.380 100.742 79730AFL7
2016 3,395,000 4.000 3.380 103.838 79730AGA0
2016 11,840,000 5.000 3.380 110.030 79730AGL6
2017 4,640,000 4.000 3.590 102.830 79730AFM5
2017 13,285,000 5.000 3.590 109.735 79730AGBS8
2018 8,990,000 5.000 3.800 109.079 79730AFN3
2019 9,435,000 4.250 4.000 102.044 79730AFP8

2020 9,835,000 4.000 4.200 98.251 79730AFQ6
2021 10,230,000 5.000 4.350 105.227" 79730AGC6
2022 2,430,000 4.500 4.500 100.000 79730AFR4
2022 8,315,000 5.000 4.500 103.992" 79730AGJ1

2023 11,270,000 5.000 4.640 102.855" 79730AGD4
2024 11,830,000 5.000 4.780 101.733" 79730AFS2

2025 12,425,000 5.000 4.930 100.547" 79730AGE2
2026 13,040,000 5.000 5.050 99.433 79730AFTO0
2027 13,695,000 5.000 5.120 98.599 79730AGF9
2028 14,380,000 5.000 5.170 97.957 79730AGG7
2029 15,100,000 5.125 5.230 98.706 79730AFU7

$ 79,520,000 5.250% Term Bonds due May 15, 2034 — Priced to Yield: 5.370% — Price: 98.358 - CUSIP": 79730AGKS8
$ 8,655,000 5.375% Term Bonds due May 15, 2034 — Priced to Yield: 5.370% — Price: 100.037 — CUSIP': 79730AFV5
$113,915,000 5.250% Term Bonds due May 15, 2039 — Priced to Yield: 5.430% — Price: 97.348 — CUSIP": 79730AGHS5

"Priced to par call on May 15, 2019.

" Copyright, American Bankers Association. CUSIP data is provided by Standard & Poor’s CUSIP Service
Bureau, a Division of the McGraw-Hill Companies, Inc., and is set forth herein for convenience of reference
only. The City, the Authority and the Underwriters do not assume responsibility for the accuracy of such data.



No dealer, broker, salesperson or other person has been authorized by the City or the Authority to
give any information or to make any representations other than those contained herein and, if given or
made, such other information or representations must not be relied upon as having been authorized by the
City or the Authority. This Official Statement does not constitute an offer to sell or the solicitation of an
offer to buy nor shall there be any sale of the Series 2009A Bonds by a person in any jurisdiction in which
it is unlawful for such person to make an offer, solicitation or sale.

This Official Statement is not a contract with the purchasers of the Series 2009A Bonds.
Statements contained in this Official Statement which involve estimates, forecasts or matters of opinion,
whether or not expressly so described herein, are intended solely as such and are not to be construed as a
representation of facts.

The information set forth herein has been furnished by the City and by other sources which are
believed to be reliable. The Underwriters have provided the following sentence for inclusion in this
Official Statement: the Underwriters have reviewed the information in this Official Statement in
accordance with, and as part of, their responsibility to investors under the Federal securities law as
applied to the facts and circumstances of this transaction, but the Underwriters do not guarantee the
accuracy or completeness of such information.

The information and expressions of opinion herein are subject to change without notice and
neither the delivery of this Official Statement nor any sale made hereunder shall, under any
circumstances, create any implication that there has been no change in the affairs of the City, the
Authority or any other parties described herein since the date hereof. All summaries of the Series 2009A
Bonds, the Indenture, the Installment Purchase Agreement, the 2009-1 Supplement and other documents
summarized herein, are made subject to the provisions of such documents respectively and do not purport
to be complete statements of any or all of such provisions.

This Official Statement is submitted in connection with the execution and delivery of the Series
2009A Bonds referred to herein and may not be reproduced or used, in whole or in part, for any other

purpose.

The City maintains a website with investor information at
http://www.sandiego.gov/investorinformation. However, the information presented there is not part of
this Official Statement, is not incorporated by reference herein and should not be relied upon in making
an investment decision with respect to the Series 2009A Bonds.

IN CONNECTION WITH THIS OFFERING, THE UNDERWRITERS MAY OVERALLOT
OR EFFECT TRANSACTIONS WHICH STABILIZE OR MAINTAIN THE MARKET PRICE OF THE
SERIES 2009A BONDS AT A LEVEL ABOVE THAT WHICH MIGHT OTHERWISE PREVAIL IN
THE OPEN MARKET. SUCH STABILIZING, IF COMMENCED, MAY BE DISCONTINUED AT
ANY TIME. THE UNDERWRITERS MAY OFFER AND SELL THE SERIES 2009A BONDS TO
CERTAIN DEALERS AND DEALER BANKS AND BANKS ACTING AS AGENT AT PRICES
LOWER THAN THE PUBLIC OFFERING PRICE STATED ON THE COVER PAGE HEREOF AND
SAID PUBLIC OFFERING PRICE MAY BE CHANGED FROM TIME TO TIME BY THE
UNDERWRITERS.
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OFFICIAL STATEMENT

$453,775,000
PUBLIC FACILITIES FINANCING AUTHORITY OF THE CITY OF SAN DIEGO
SENIOR SEWER REVENUE BONDS, SERIES 2009A
(Payable Solely From Installment Payments
Secured by Wastewater System Net Revenues)

INTRODUCTION

This introduction is not a summary of this Official Statement. It is only a brief description of and
guide to, and is qualified by, more complete and detailed information contained in the entire Olfficial
Statement, including the cover page and appendices hereto, and the documents described herein. All
statements contained in this introduction are qualified in their entirety by reference to the entire Official
Statement. References to and summaries of the laws of the State of California and any documents referred
to herein do not purport to be complete and such references are qualified in their entirety by reference to
the complete provisions. All capitalized terms used in this Official Statement and not otherwise defined
herein have the meanings set forth in the Indenture and the Installment Purchase Agreement.

General

The $453,775,000 Public Facilities Financing Authority of the City of San Diego Senior Sewer
Revenue Bonds, Series 2009A (Payable Solely From Installment Payments Secured by Wastewater
System Net Revenues) (the “Series 2009A Bonds™) are being issued by the Public Facilities Financing
Authority of the City of San Diego (the “Authority”) pursuant to the provisions of the Joint Exercise of
Powers Act (commencing with Section 6500) of the Government Code of the State of California (the
“State”) and an Indenture, dated as of May 1, 2009 (the “Indenture”), by and between the Authority and The
Bank of New York Mellon Trust Company, N.A., as trustee thereunder (the “Trustee”). The proceeds of the
Series 2009A Bonds will be used to acquire certain capital improvements to the Wastewater System (as
defined herein), pay in full the Authority’s Subordinate Sewer Revenue Notes, Series 2007 (the “Series
2007 Notes™), refund a portion of the Authority’s Sewer Revenue Bonds, Series 1997A (the “Series 1997A
Bonds”) and Sewer Revenue Bonds, Series 1997B (the “Series 1997B Bonds”), fund the Reserve Fund
and pay costs of issuance with respect to the Series 2009A Bonds. The Authority also expects to issue prior
to June 30, 2009 its Senior Sewer Revenue Refunding Bonds, Series 2009B (Payable Solely From
Installment Payments Secured by Wastewater System Net Revenues) (the “Series 2009B Bonds™) in an
anticipated aggregate principal amount of approximately $500,000,000 to $600,000,000 to refund a portion
of its then-outstanding Parity Bonds (herein defined) subject to market conditions.

The Series 2009A Bonds

The Series 2009A Bonds will accrue interest from their date of delivery and interest thereon will
be payable on May 15 and November 15 of each year, commencing on November 15, 2009 (each, an
“Interest Payment Date”). The Series 2009A Bonds will bear interest at the respective rates per annum set
forth on the inside cover page hereof. See “DESCRIPTION OF THE SERIES 2009A BONDS — General”
herein and Appendix C — “SUMMARY OF PRINCIPAL LEGAL DOCUMENTS” attached hereto.

The Series 2009A Bonds will be issued only in fully-registered form in denominations of $5,000
and any integral multiple thereof, and when issued, will be registered in the name of Cede & Co., as the
nominee of The Depository Trust Company, New York, New York (“DTC”). DTC will act as securities



depository for the Series 2009A Bonds. Ownership interests in the Series 2009A Bonds may be purchased
in book-entry form only. So long as DTC or its nominee is the Owner of the Series 2009A Bonds, the
principal and redemption premium, if any, of and interest on the Series 2009A Bonds will be made as
described in Appendix F — “INFORMATION REGARDING THE BOOK-ENTRY ONLY SYSTEM”
attached hereto.

Security and Sources of Payment for the Series 2009A Bonds

The City of San Diego (the “City””) owns the Wastewater System and operates such system
through its Metropolitan Wastewater Department (the “MWWD”). The City has expanded the
Wastewater System from time to time to satisfy its mission statement, which is to provide wastewater
collection, treatment, discharge and disposal. See “THE WASTEWATER SYSTEM - Wastewater
System Management”, “— Metropolitan Sub-System Facilities” and “— Municipal Sub-System Facilities”
herein.

The Series 2009A Bonds are limited obligations of the Authority primarily secured by Revenues
(herein defined) of the Authority consisting primarily of 2009A Installment Payments (herein defined) to
be made by the City, pursuant to the Master Installment Purchase Agreement, dated as of September 1,
1993, as amended and supplemented (the “Master Installment Purchase Agreement”), including as
supplemented by the 2009-1 Supplement dated as of May 1, 2009 to the Master Installment Purchase
Agreement (the “2009-1 Supplement” and, together with the Master Installment Purchase Agreement, the
“Installment Purchase Agreement”), each by and between the City and the Authority, and amounts on
deposit in the funds and accounts established under the Indenture (other than amounts on deposit in the
Rebate Fund). The City has pledged Net System Revenues (herein defined) of the Wastewater System
pursuant to the Installment Purchase Agreement to the payment of the Installment Payments, including
the 2009A Installment Payments. The pledge and assignment of and lien on the Net System Revenues
securing the 2009A Installment Payments are, in all respects, on parity with the pledge and assignment of
and lien on the Net System Revenues securing the other Parity Obligations (as defined in the Installment
Purchase Agreement; the bonds secured by such Parity Obligations are referred to herein as “Parity
Bonds™) under the Installment Purchase Agreement. See “SECURITY AND SOURCES OF PAYMENT
FOR THE SERIES 2009A BONDS” herein.

THE SERIES 2009A BONDS SHALL BE LIMITED OBLIGATIONS OF THE
AUTHORITY AND SHALL BE PAYABLE SOLELY FROM THE REVENUES OF THE
AUTHORITY AND AMOUNTS ON DEPOSIT IN THE FUNDS AND ACCOUNTS
ESTABLISHED UNDER THE INDENTURE (OTHER THAN AMOUNTS ON DEPOSIT IN THE
REBATE FUND). EXCEPT AS AFORESAID, THE SERIES 2009A BONDS DO NOT
CONSTITUTE A DEBT OR LIABILITY OF THE AUTHORITY, THE CITY OR THE STATE
AND NEITHER THE FAITH NOR CREDIT OF THE AUTHORITY, THE CITY OR THE
STATE ARE PLEDGED TO THE PAYMENT OF THE PRINCIPAL OF OR INTEREST ON
THE SERIES 2009A BONDS. THE AUTHORITY HAS NO TAXING POWER.

Redemption of the Series 2009A Bonds
The Series 2009A Bonds are subject to optional redemption and mandatory sinking fund

redemption prior to maturity as described herein. See “DESCRIPTION OF THE SERIES 2009A BONDS
— Redemption” herein.



Rate Covenant

The City has covenanted in the Installment Purchase Agreement to fix, prescribe and collect rates
and charges for the Wastewater Service (defined herein) which will be at least sufficient (i) to pay during
each Fiscal Year all Obligations (other than Parity Obligations) payable in such Fiscal Year, and (ii) to
yield during each Fiscal Year Net System Revenues equal to 120% of the Debt Service (defined in the
Installment Purchase Agreement generally to mean the aggregate amount of principal, sinking fund
payments and interest payable in respect of all Parity Obligations for such Fiscal Year) for such Fiscal
Year. The Wastewater Service rendered by the City includes services relating to the Metropolitan Sub-
System (herein defined), of which the Participating Agencies are a part. See “THE WASTEWATER
SYSTEM - Participating Agencies” for a description of the rates and charges paid and to be paid by the
Participating Agencies. See also “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES
2009A BONDS — Rate Covenant”, “WASTEWATER SYSTEM FINANCIAL OPERATIONS — Rate
Stabilization Fund and Other Reserves”, “RISK FACTORS — Rate-Setting Process Under Proposition
218” and “CONSTITUTIONAL LIMITATIONS ON TAXES AND WASTEWATER RATES AND
CHARGES - Articles XIIIC and XIIID” herein and Appendix C — “SUMMARY OF PRINCIPAL
LEGAL DOCUMENTS?” attached hereto.

Reserve Fund

The Indenture requires the Authority to establish and maintain a Reserve Fund and the Authority
must maintain therein or have credited thereto an amount of money equal to the Reserve Requirement.
“Reserve Requirement” is defined to be, as of any date of calculation, the least of (i) 10% of the proceeds
(within the meaning of Section 148 of the Internal Revenue Code of 1986, as amended (the “Code”)) of
the Series 2009A Bonds and any Additional Bonds (defined herein) issued under the Indenture
(collectively, the “Bonds™); (ii) 125% of average annual debt service on the then-Outstanding Bonds; or
(ii1) the Maximum Annual Debt Service for that and any subsequent Fiscal Year. See “SECURITY AND
SOURCES OF PAYMENT FOR THE SERIES 2009A BONDS — Reserve Fund” herein for a description
of the Reserve Fund.

Outstanding Obligations

As of May 13, 2009, subsequent to the incurrence of the 2009A Installment Payments and the
refundings described herein, there will be outstanding $1,297,425,000 aggregate principal amount of
Parity Obligations (the “Outstanding Parity Obligations”) and $71,925,170 aggregate principal amount of
Subordinated Obligations (the “Outstanding Subordinated Obligations”). The Outstanding Parity
Obligations and the Outstanding Subordinated Obligations were incurred to finance the costs of certain
improvements relating to the Wastewater System. The Outstanding Parity Obligations will consist of
Installment Payments relating to seven series of bonded indebtedness (including the Series 2009A
Bonds). The Outstanding Subordinated Obligations will consist of Subordinated Installment Payments
relating to eleven State Revolving Fund Loans (each, an “Existing SRF Loan” and collectively, the
“Existing SRF Loans”). See “PLAN OF FINANCE” and “SECURITY AND SOURCES OF PAYMENT
FOR THE SERIES 2009A BONDS — Outstanding Obligations” herein.

Incurrence of Additional Obligations

Pursuant to the Installment Purchase Agreement, the City may incur additional Obligations,
payments with respect to which will be on parity with or subordinate in priority to the City’s obligation to
make 2009A Installment Payments, subject to satisfaction of the conditions specified in the Installment
Purchase Agreement. The MWWD applied for an additional State Revolving Fund Loan in the principal
amount of $40 million in calendar year 2008 (the “Additional SRF Loan”) to finance a grit processing



project at the Point Loma Plant (herein defined), which is a part of the Wastewater System CIP (herein
defined). The Additional SRF Loan, if received and approved by the City Council, is expected to
constitute a Parity Obligation under the Installment Purchase Agreement. The Authority also expects to
issue prior to June 30, 2009 its Series 2009B Bonds in an anticipated aggregate principal amount of
approximately $500,000,000 to $600,000,000 to refund a portion of any then-outstanding Parity Bonds
subject to market conditions. In connection with the issuance of the Series 2009B Bonds, the City will
incur additional Obligations under the Installment Purchase Agreement to secure the Series 2009B Bonds.
The City also expects to incur additional Obligations from time to time to finance a portion of the capital
improvements to the Wastewater System, as described under the caption “WASTEWATER SYSTEM
CAPITAL IMPROVEMENT PROGRAM — Background” herein.

See “SECURITY AND SOURCES OF PAYMENT FOR THE SERIES 2009A BONDS -
Incurrence of Additional Obligations” herein.

Continuing Disclosure

The City has agreed to provide, or cause to be provided, in accordance with Rule 15¢2-12(b)(5),
promulgated by the U.S. Securities and Exchange Commission under the Securities Exchange Act of
1934, as amended (the “Rule”), certain annual financial information and operating data and, in a timely
manner, notice of certain material events. These covenants have been made in order to assist the
Underwriters in complying with the Rule. Beginning in March 2004, the City failed to comply with
various filing deadlines for a number of undertakings due to the unavailability of audited financial
statements for the City. Each required annual report and audited financial statement was subsequently
filed. The City is current with its filings and is in compliance with its continuing disclosure obligations.
See “CONTINUING DISCLOSURE” herein.

Feasibility Study for the Series 2009A Bonds

Malcolm Pirnie, Inc., Carlsbad, California (the “Feasibility Consultant), was retained to prepare
the “Feasibility Study for 2009 Series Wastewater Revenue Bonds”, dated April 23, 2009 (the
“Feasibility Study”), for inclusion in this Official Statement as Appendix B. The Feasibility Study was
prepared prior to the pricing of the Series 2009A Bonds and included assumptions regarding the amount
of Series 2009A Bonds to be issued to finance certain capital improvements to the Wastewater System
(the “New Money Portion”) and repay the Series 2007 Notes (the “2007 Notes Repayment Portion”). The
Feasibility Study has not been revised to reflect actual annual debt service associated with the New
Money Portion and 2007 Notes Repayment Portion of the Series 2009A Bonds, which is lower in every
year than the assumed annual debt service for the Series 2009A Bonds in the Feasibility Study. In
addition, the Feasibility Study does not reflect any debt service savings which the City anticipates will
result from the issuance of the Series 2009A Bonds and the anticipated issuance of the Series 2009B
Bonds and the refundings in connection therewith. See “PLAN OF FINANCE” herein. Subject to the
qualifications set forth therein, the Feasibility Study states that the projections of revenues and expenses
reviewed in comparison with historical data were found to be reasonable and consistent with the stated
assumptions. The Feasibility Study also states that, with the anticipated annual rate increases described
herein and in the Feasibility Study, those already adopted by the City for Fiscal Years 2009 and 2010 and
those included in the last three years of the forecast period (which are subject to City Council approval),
the assumptions utilized for the forecast period are reasonable. Further, the Feasibility Consultant
determined that both the MWWD forecast and the sensitivity analyses prepared demonstrate the
reasonableness of the expected financial results including the 1.20x Debt Service Coverage requirement
on Parity Obligation debt, the 1.10x Debt Service Coverage requirement on Existing SRF Loans, and
established internal cash reserve targets. See “THE FEASIBILITY STUDY” herein and Appendix B —
“FEASIBILITY STUDY FOR 2009 SERIES WASTEWATER REVENUE BONDS” attached hereto.



Recent Events Regarding the City

There have been various investigations regarding the City and certain of its financial statements.
Such investigations led to the restatement of the City’s financial statements for the Fiscal Year 2002,
including portions relating to the City’s wastewater utility enterprise fund. However, the investigations,
including the investigations of the U.S. Securities and Exchange Commission (the “SEC”) into the City
did not, to the knowledge of the City, specifically relate to the security for or sources of payment of any of
the City’s Senior Sewer Revenue Bonds.

Investigations Regarding Misleading Disclosures

In early 2004, the City filed three voluntary disclosure filings with the Nationally Recognized
Municipal Securities Information Repositories. The first two filings, on January 27, 2004, revised prior
disclosure regarding the unfunded accrued actuarial liability of the City’s pension system (see
“WASTEWATER SYSTEM FINANCIAL OPERATIONS — San Diego City Employees’ Retirement
System” herein), and described certain errors discovered in the comprehensive annual financial report (the
“CAFR”) of the City as of June 30, 2002 and the financial statements of the Metropolitan Wastewater
Utility as of June 30, 2002 and 2001. A subsequent filing, on March 12, 2004, described numerous errors
in the notes of the City’s audited annual financial reports for Fiscal Year 2002 (the City’s fiscal year,
beginning on July 1 and ending on June 30 of the following year, is referred to herein as “Fiscal Year”).

As a result of the January 27 filings, on February 13, 2004, the SEC began an investigation into
the City’s disclosure practices relating to the funding of the San Diego City Employees’ Retirement
System (“SDCERS”). At the same time, the United States Attorney’s office for the Southern District of
California began its own investigation into the same matters. In addition, over the course of calendar
years 2004 and 2005, the City hired various consultants to conduct investigative reports and to make
appropriate recommendations to the City Council.

On November 14, 2006, the City entered into a cease-and-desist order (the “Order”) with the SEC
relating to violations of the antifraud provisions of the Federal securities laws in connection with the offer
and sale of municipal securities in calendar years 2002 and 2003, and other related public financial
disclosures concerning its pension and retiree health care liabilities. The SEC concluded that the “City,
through its officials, acted with scienter,” because “City officials acted recklessly in failing to disclose
material information regarding [pension and retiree health care] liabilities.” The Order imposed certain
remedial sanctions, including the retention of an independent consultant to review and assess the City’s
policies, procedures and internal controls with respect to bond offerings, including disclosures made in its
financial statements. On January 16, 2007, the City retained Stanley Keller of the law firm of Edwards
Angell Palmer & Dodge, LLP to serve as Independent Consultant. The Independent Consultant is
required to conduct annual reviews of the City’s policies, procedures and internal controls for a three year
period, and provide copies of such annual reports to the SEC. The reports provided to date, including the
Independent Consultant’s second annual report issued on April 24, 2009, have included recommendations
with respect to, among other things, finalizing and providing for the staffing needs attendant to the City’s
internal audit function, completing the formation of the City’s Audit Committee improving as necessary
such committee’s review of the City’s CAFR, adopting an improper influence ordinance, implementing
internal controls remediation and financial reporting enhancements, coordinating and integrating such
efforts with the City’s overall business processes, continuing to improve the quality of the City’s financial
disclosure and adopting any necessary modifications to the communication process and information flow
between the City and representatives of the City’s pension system. The Mayor and the City Council have
begun to implement the recommendations and continue to work towards establishing a policy of best
practices in the City’s financial reporting and disclosure.



The City established in 2004 its Disclosure Practices Working Group, a collaborative, consensus-
based group formed to address the City’s disclosure requirements. The purpose of DPWG is to ensure the
compliance by the City (including the City Council, City officers, and staff) with Federal and State
securities laws and to promote the highest standards of accuracy in disclosures provided by the City
relating to securities issued by the City or by its related entities. DPWG consists of five voting members
(the Chief Operating Officer, the Chief Financial Officer, the City Director of Debt Management, the City
Attorney and the Deputy City Attorney for Finance and Disclosure) and two non-voting members (the
City’s outside Disclosure Counsel and the City Auditor). The City’s Independent Budget Analyst or,
from time to time, that official’s designee, is an ex officio participant of DPWG. The Independent Budget
Analyst is appointed by majority vote of the City Council. The Office of the Independent Budget Analyst
was created in 2006 to assist the City Council in the conduct of budgetary inquiries and in the making of
budgetary decisions, which includes providing budget oversight on legislative initiatives that have policy
and financial impacts. The Office of the Independent Budget Analyst was made a permanent component
of the City’s governance structure pursuant to voter-approved amendments to the City Charter in June
2008. These amendments to the City Charter also created a separate Office of the City Auditor whose
purpose is to advance open and accountable government through accurate, independent, and objective
audits that seek to improve the economy, efficiency, and effectiveness of City government.

The City understands that other investigations by the SEC or other government agencies may still
be ongoing as to entities or individuals other than the City. On December 11, 2007, the Commission filed
a settled civil fraud action against the City’s Independent Auditor, Thomas J. Saiz and his firm Calderon,
Jaham & Osborn, in connection with the City’s false and misleading financial statements in five bond
offerings in calendar years 2002 and 2003. On April 7, 2008, the SEC filed securities fraud charges
against five former City officials, including the former City Manager, former Auditor and Comptroller,
former Assistant Auditor and Comptroller, former Deputy City Manager and former City Treasurer for
allegedly giving false and misleading statements regarding City bond offerings in calendar years 2002 and
2003. On December 19, 2008, however, the SEC notified four former members of the City Council, the
former Mayor and a current City Councilmember that it had concluded its investigation into their
involvement in the five bond offerings in years 2002 and 2003 and did not intend to recommend charges
against them.

Audited Financial Reports

As a result of the investigations into the City, the completion and release of the City’s audited
financial statements were substantially delayed. The City issued its CAFRs for Fiscal Years 2003
through 2007 during the period from June 2007 through December 2008 and released the Fiscal Year
2008 CAFR on March 26, 2009, which was received and filed by the City Council on April 13, 2009.

City Ratings

A further consequence of the City’s voluntary disclosures and the ensuing investigations was a
series of actions taken by the rating agencies. Beginning in 2004, Moody’s Investors Service, Inc.
(“Moody’s”), and Fitch Ratings (“Fitch”) began to downgrade the credit ratings on the City’s obligations
and changed the outlook on those ratings to negative. Standard & Poor’s Ratings Services, a division of
The McGraw-Hill Companies, Inc. (“S&P”), placed the City’s credit rating, including the credit rating of
Bonds secured by Net System Revenues of the Wastewater System, on negative outlook and subsequently
suspended its credit ratings on all City obligations. The City’s credit ratings were reinstated in May 2008
in connection with the release of its CAFRs for Fiscal Years 2003 through 2006. The City currently
maintains ratings on its bonds and other City debt obligations, including ratings on the Bonds secured by
Net System Revenues of the Wastewater System, from all three rating agencies. See “RATINGS” herein
for a description of the ratings assigned to the Series 2009A Bonds.



The Authority

The Authority is a California joint exercise of powers authority established pursuant to a Joint
Exercise of Powers Agreement by and between the City and the Redevelopment Agency of the City of
San Diego. The Authority was organized, in part, to finance, acquire, construct, maintain, repair, operate
and control certain capital facilities improvements for the City.

Forward-Looking Statements

Certain statements inclu